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JUSTI CE DEPARTMENT URGES FCC TO ADOPT REFORMS COF | TS ACCESS
CHARGE RULES TO | NCREASE COVPETI Tl ON

Reforms WIIl Bring Lower Prices, Enhanced Services, Mre Options,
to Local and Long Di stance Tel ephone Services Consuners
WASHI NGTQON, D.C. -- The Departnment of Justice today urged

t he Federal Communi cations Conmission to reformits rules

i nvolving fees paid by consunmers and | ong di stance conpanies to

| ocal tel ephone conpanies for the use of |ocal telephone

networks, in order to facilitate the transition to conpetitive

mar kets. The Departnent’'s Antitrust Division said that reform of
the access charge rules will pronote conpetition in tel ephone

mar kets, bringing | ower prices, enhanced services, and additional

service options to local and | ong distance tel ephone services
consuners.

The Departnent’'s reconmendati ons were contained in a letter
filed with the FCC in connection with its rulemaking to reform
federal access charges.

"Getting access reformright and inplenenting it in the
proper manner is crucial to ensuring that consuners receive the
benefits of conpetition in local and | ong distance tel ephone
mar ket s as envi sioned by the 1996 Tel ecom Act,"” said Joel |
Kl ein, Acting Assistant Attorney General in charge of

Department’'s Antitrust Division.



.

Kl ein expl ai ned that the Departnent's extensive experience
in the tel ecommuni cations industry denonstrates that a
conpetitive marketplace will bring tel ecommunications consuners
significant benefits, including | ower prices, enhanced services,
and additional service options.

The reforns affect the part of the current systemthat
aut hori zes | ocal telephone carriers to assess access charges on
consuners as well as long distance carriers. Consuners pay
access charges directly in the formof a nonthly fee on their
| ocal telephone bill known as a "Subscriber Line Charge.” In
addition, access fees inposed on |ong distance conpani es are
typically passed on to consuners in the rates charged for |ong
di stance tel ephone calls.

The Departnent urged the FCC to adopt reforns that woul d
provi de explicit subsidies to pronote universal service, rather
than the inplicit subsidies currently provided by access charges.

The Departnent al so recomrended a restructuring of access
charges that would create a nore efficient rate structure, in
whi ch | ocal tel ephone conpani es woul d charge usage sensitive--per
m nute--prices for services when costs depend on the anount of
usage, and non-usage-sensitive charges when costs do not depend
on the amount of usage.

The Departnent al so recomrended principles for the
transition to the new access charge rul es that woul d protect
residential and | ow volunme custoners. The Departnent suggested

that the FCC shoul d:
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| medi ately conduct further proceedings to deternmine if
access charges should be reduced in the near term
under the FCC s price cap rules;

| mpl enment rate restructuring at the sanme tinme as it
makes these adjustnents to rate |evels under the price
cap rules;

Rely on market forces for now to produce pressure for

| oner access rates, but consider a prescriptive
approach to reduce rates in the future, if conpetition
doesn't devel op qui ckly enough;

Prepare for potential clains that the Conm ssion's
reforns will | eave the incunbent |ocal exchange
carriers with "stranded costs” which they should be
entitled to recover in the event that such costs even
exi st.

HH#



